Monopoly is characterized by economic inefficiency, which is in the form of reduced consumer surplus and deadweight loss. The exception to the above said inefficiency is the case of monopoly (usually natural monopoly) where marginal cost pricing is practiced. As, in case of marginal cost pricing, the resulting consumer surplus is the same as that of perfect competition.
If we consider perfect competition and the case monopoly (simple monopoly pricing) under linear demand and constant marginal and average cost conditions, then we find that the consumer surplus that existed in case of perfect competition ( The above results can be shown (and generalized) with the help of an illustration. Let us consider a linear demand curve, of the form, Q = (i.e., P = a -bQ), (where 'a' and 'b' are the intercept and slope parameters respectively) and the total cost function to be given by, TC = CQ. Marginal cost in this case would be C (which is a constant). With the help of the above information, cases of both, perfect competition as well as monopoly can be analyzed. Diagrammatic illustration of both the market forms will depict the stated quantities in the claim. Following diagrams depict perfect competition and monopoly. Hence, the claim is proved.
